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Communications Between 
Predecessor and Successor 
Accountants 
1. This statement provides guidance to a successor accountant who 
decides to communicate with a predecessor accountant regarding 
acceptance of an engagement to compile or review the financial 
statements of a nonpublic entity.1 It requires the predecessor ac-
countant to respond promptly and fully in the event of such communi-
cations (paragraphs 3 through 6) in ordinary circumstances. This 
statement also provides guidance on additional inquiries a successor 
accountant may wish to make of a predecessor, and the predeces-
sor's responses (paragraphs 7 through 8), to facilitate the conduct 
of the successor's compilation or review engagement. 
2. The following definitions apply for purposes of this statement: 
Successor accountant. An accountant who has been invited to make 
a proposal for an engagement to compile or review financial state-
ments or who has accepted such an engagement. 
Predecessor accountant. An accountant who has resigned or who 
has been notified that his services have been terminated and who, 
at a minimum, was engaged to compile the financial statements of 
the entity for the prior year or for a period ended within twelve months 
of the date of the financial statements to be compiled or reviewed 
by the successor. 
1. This statement amends SSARS 2 by deletion of footnote 8 in paragraph 16 of that 
statement. 
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Inquiries Regarding Acceptance of an Engagement 
3. A successor accountant is not required to communicate with a 
predecessor accountant in connection with acceptance of a com-
pilation or review engagement, but he may decide to do so, for 
example, when circumstances such as the following exist:2 
a. The information obtained about the prospective client and its 
management and principals is limited or appears to require spe-
cial attention. 
b. The change in accountants takes place substantially after the end 
of the accounting period for which financial statements are to be 
compiled or reviewed. 
c. There have been frequent changes in accountants. 
4. Except as permitted by the AICPA Rules of Conduct, an account-
ant is precluded from disclosing any confidential information obtained 
in the course of a professional engagement without the consent of 
his client. Accordingly, when the successor accountant decides to 
communicate with the predecessor, he should request the client (a) 
to permit him to make inquiries of the predecessor accountant and 
(b) to authorize the predecessor accountant to respond fully to those 
inquiries.3 If the client refuses to comply fully with this request, the 
successor accountant should consider the reasons for, and impli-
cations of, that refusal in connection with acceptance of the engage-
ment. 
5. When the successor accountant decides to communicate with 
the predecessor, his inquiries may be oral or written and ordinarily 
would include inquiries concerning (a) information that might bear 
on the integrity of management (owners), (b) disagreements with 
management (owners) about accounting principles or the necessity 
for the performance of certain procedures, (c) the cooperation of 
management (owners) in providing additional or revised information, 
if necessary, and (d) the predecessor's understanding of the reason 
for the change of accountants. 
2. Accountants should be aware that SAS 7, Communications Between Predecessor 
and Successor Auditors, applies whenever an accountant has been retained, or is to 
be retained, to make an examination of financial statements in accordance with 
generally accepted auditing standards. 
3. The successor accountant is not precluded from making these inquiries before 
making a proposal for the engagement. 
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6. The predecessor accountant should respond promptly and fully, 
on the basis of facts known to him, when he receives inquiries of the 
type described in paragraph 5, as distinguished from other inquiries 
discussed in paragraphs 7 and 8. However, if the predecessor de-
cides, due to unusual circumstances4 such as impending litigation, 
not to respond fully, he should indicate that his response is limited. 
The successor accountant should consider the reasons for, and im-
plications of, such a response in connection with acceptance of the 
engagement. 
Other Inquiries 
7. The successor accountant may wish to make other inquiries of 
the predecessor to facilitate the conduct of his compilation or review 
engagement. Examples of such inquiries, which may be made either 
before or after acceptance of the engagement, might include ques-
tions about prior periods regarding (a) inadequacies noted in the 
entity's underlying financial data, (b) the necessity to perform other 
accounting services, and (c) areas that have required inordinate time 
in prior periods. 
8. A successor accountant also may wish to obtain access to the 
predecessor's working papers.5 In these circumstances, the succes-
sor should request the client to authorize the predecessor to allow 
such access. It is customary in such circumstances for the prede-
cessor to make himself available to the successor for consultation and 
to make available certain of his working papers. The predecessor and 
successor should agree on those working papers that are to be made 
available and those that may be copied. Ordinarily, the predecessor 
should provide the successor access to working papers relating to 
matters of continuing accounting significance and those relating to 
contingencies. Valid business reasons (including but not limited to 
unpaid fees), however, may lead the predecessor to decide not to 
allow access to his working papers. Further, when more than one 
accountant is considering acceptance of an engagement, the prede-
4. Unpaid fees, as discussed in paragraph 8, are not considered to be an unusual 
circumstance for purposes of this paragraph; however, see paragraph 8. 
5. Statements on Standards for Accounting and Review Services do not specify the 
form or content of the working papers that an accountant should prepare in con-
nection with a review engagement and are silent regarding the working papers, if 
any, that would be prepared in a compilation engagement. Accordingly, a successor 
accountant ordinarily would inquire about the nature of the working papers prepared 
by the predecessor before deciding that access would be helpful. 
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cessor should not be expected to make himself or his working papers 
available until the client has designated one of those accountants as 
the successor. 
9. The successor accountant should not make reference to the 
report or work of a predecessor accountant in his own report, except 
as specifically permitted by SSARS 2 or SAS 26 with respect to the 
financial statements of a prior period. 
Financial Statements Reported on 
by Predecessor Accountant 
10. If during his engagement the successor accountant becomes 
aware of information that leads him to believe that financial state-
ments reported on by the predecessor accountant may require re-
vision, he should request his client to communicate this information 
to the predecessor accountant. Paragraph 42 of SSARS 1 provides 
guidance to the predecessor accountant in determining an appropri-
ate course of action. If the client refuses to communicate with the 
predecessor or if the successor accountant is not satisfied with the 
predecessor's course of action, the successor would be well advised 
to consult with his attorney. 
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The statement entitled Communications Between Predecessor and Succes-
sor Accountants was adopted by the assenting votes of fourteen members 
of the committee, of whom one, Mr. Burgess, assented with qualification. 
Ms. Rhodes dissented. 
Mr. Burgess approves the issuance of this statement, but qualifies his assent 
because he believes that a successor accountant should be required to 
communicate with the predecessor accountant in a review engagement 
regarding the matters discussed in paragraph 5. 
Ms. Rhodes dissents to the issuance of this statement because she believes 
that a successor accountant should be required to communicate with a 
predecessor accountant in both compilation and review engagements. 
Because management's representations are such an integral part of a 
compilation or review engagement, she believes communication with the 
predecessor accountant is imperative. 
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Note: Statements on Standards for Accounting and Review Services are 
issued by the AICPA Accounting and Review Services Committee, the 
senior technical committee of the Institute designated to issue pronounce-
ments in connection with the unaudited financial statements or other un-
audited financial information of a nonpublic entity. Council has designated 
the AICPA Accounting and Review Services Committee as a body to estab-
lish technical standards under rule 204 of the Institute's Rules of Profes-
sional Conduct. Rule 204 requires adherence to those technical standards 
and requires that members be prepared to justify departures from them. 
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